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Globalization and the 
future of the nation state 


Paul Hirst and Grahame Thompson 


Abstract 


This article addresses the issue of whether the nation state has a future as a major 
locus of governance in an increasingly ‘globalized’ economic and social system. It 
begins by considering the development of the sovereign state and argues that 
international agreements between states were important in establishing the power 
of the state over society. It goes on to consider the changing capacities of the state in 
the modern world. Extreme versions of the ‘globalization’ thesis are then 
challenged, and it is argued that national-level economic processes remain central 
and that the international economy is far from ungovernable. Major nation states 
have a pivotal role to play in creating and sustaining such governance. However, 
their role is less than as autonomous national macro-economic managers, than as 
agencies that are representative of their populations and sources of legitimacy for 
new forms of governance. The central function of the nation state is that of 
distributing and rendering accountable powers of governance, upwards towards 
international agencies and trade blocs like the European Union, and downwards 
towards regional and other sub-national agencies of economic co-ordination and 
regulation. 
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Globalization and the future of the nation state 


In a previous article in this journal (Hirst and Thompson 1992) we questioned 
the validity of the currently fashionable concept of economic globalization. We 
argued that it is far from being the case that national economies are being 
subsumed in and dominated by a global economy driven by volatile and 
ungovernable world market forces. Despite the internationalization of 
financial markets and the increasing importance of international trade in key 
manufacturing and service sectors in the last twenty years, we contended that 
the world economy remains an inter-national system. This open international 
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economy is characterized by competition between predominantly national 

companies, trading from their bases in distinctive national business and 

regulatory systems. We argued that this world economic system was by no 
means ungovernable. 

In the current article we turn to consider the wider political issues that 
are raised by the globalization theorists. In particular, we examine whether 
and in what ways the nation state has a future as a major locus of 
governance functions. We begin our discussion with a reminder that the 
modern state is a relatively recent phenomenon, and that ‘sovereignty’ in its 
modern form since the seventeenth century is a highly distinctive political 
claim — to exclusive control of a definite territory. We emphasize the 
international aspects of the development of sovereignty, that agreements 
between states not to interfere in each other’s internal affairs were 
important in establishing the power of state over society. We go on to 
consider the development of the nation state’s capacities for governance 
and how these capacities are changing in the modern world, especially after 
the end of the Cold War. 

While the nation state’s capacities for governance have changed and in 
many respects (especially as national macro-economic managers) have 
weakened considerably in recent years, it remains a pivotal institution. This 
is especially the case in providing the conditions for effective international 
governance. We shall make the following main points in our discussion of 
the possibilities of governance and the role of the state: 

1 that if, as we have argued in earlier papers (1992, 1994), the 
international economy does not correspond to the model of an 
autonomized supra-national globalized economic system, then it is 
possible that nation states have a significant role to play in economic 
governance at the levels both of national and of international 
processes; 

2 that the emerging forms of governance of international markets and 
other economic processes involve the major national governments but 
in a new role; states will come to function less as ‘sovereign’ entities 
and more as the components of an international ‘polity’ — that among 
the central functions of the nation state will be those of providing 
legitimacy for and ensuring the accountability of supra- and sub- 
national governance mechanisms; 

3 that, while the state’s exclusive control of territory has been reduced by 
international markets and new communication media, it still retains 
one central role that ensures a large measure of territorial control — the 
regulation of populations; people are less mobile than money, goods or 
ideas, in a sense they remain ‘nationalized’, dependent on passports, 
visas, residence and labour qualifications. The democratic state’s role 
as the possessor of a territory, in that it regulates its population, gives it 
a definite legitimacy internationally in a way no other agency could 
have in that it can speak for that population. 
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The rise of ‘national sovereignty’ 


Political theorists and sociologists commonly assert, following Max Weber, 
that the distinctive feature of the modern state is the possession of the 
monopoly of the means of violence within a given territory. In the seventeenth 
century the modern states system was created and mutually recognized by its 
members. Central to that recognition was that each state was the sole political 
authority with exclusive possession of a defined territory. The ‘state’ became 
the dominant form of government, accepting no other agency as a rival. The 
Middle Ages had known no such singular relationship between authority and 
territory. Political authorities and other forms of functionally specific 
governance (religious communities and guilds, for example) had existed in 
complex and overlapping forms that made parallel and often competing claims 
to the same area. Some would claim that the period of the domination of the 
nation state as an agency of governance is now over and that we are entering 
into a period when governance and territory will pull apart, different agencies 
will control aspects of governance and some important activities will be 
ungoverned. This is questionable, but the nation state’s claim to exclusivity in 
governance is historically specific and was by no means foreordained.! 

The modern state did not acquire its monopoly of governance by its own 
internal efforts alone. At the Treaty of Westphalia in 1648 governments 
pledged to cease to support foreign co-religionists in conflict with their states.’ 
The mutual recognition by states of each other’s sovereignty in the most 
important contemporary matter, religious belief, meant that states were 
willing to forgo certain political objectives in return for internal control and 
stability. By exploiting the autonomy from external interference sanctioned by 
this mutual and international agreement, states were thus able to impose 
‘sovereignty’ on their societies. The agreement of states changed the terms of 
conflict between territorial authority and confessional groups in favour of the 
former. Thus to a significant degree the capacity for sovereignty came from 
without, through agreements between states in the newly emerging society of 
states. 

The rise of the modern state, as a territorially specific and politically 
dominant power, thus depended in part on international agreements. The 
doctrine of the ‘sovereignty’ of states in the new international law and the 
mutual recognition of their internal powers and rights by European states thus 
played a central part in the creation of a new relationship between power and 
territory, one of exclusive possession.’ These international understandings 
made possible an ‘internalization’ of power and politics within the state. States 
were perceived as the primary political communities, with the capacity to 
determine the status of and to make rules for any activity that fell within 
contemporary understandings of the scope of legitimate authority. States were 
sovereign and hence each state determined within itself the nature of its 
internal and external policies. The society of states was thus a world of 
self-sufficient entities, each acting upon its own will. International relations 
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could be conceived as ‘billiard ball’ interactions, limited by mutual recognition 
and the obligation to refrain from interfering in the internal affairs of other 
states.* The anarchical society of external interactions between states, their 
autonomy one from another, was thus a precondition for an effective 
monopoly of power within. In the nineteenth and twentieth centuries liberal 
and democratic regimes inherited these claims of absolutism to sovereignty 
within a coherent and exclusively governed territory, and brought to them new 
and powerful legitimations. 

Thus to this fundamental sovereignty postulated by seventeenth-century 
states could be added, without excessive contradiction, most of the other 
features of modern politics. States were autonomous and exclusive pos- 
sessors of their territory, and this fact did not alter whether they were 
dynastic or national, autocratic or democratic, authoritarian or liberal. The 
notion of a ‘nation’ state actually reinforces the conception of a sovereign 
power having primacy within a given territory. Nationalism is in essence a 
claim that political power should reflect cultural homogeneity, according to 
some common set of historically specific political understandings of the 
content of the nation. 

Nationalism thus extends and deepens the scope of ‘sovereignty’, it requires 
certain kinds of cultural conformity for citizenship.° In this respect the advent 
of nationalism did not alter our understanding of states as ‘sovereign’ bodies; 
rather it required it. The concept of a culturally homogenous and, therefore, 
legitimately sovereign territory could justify both the formation and the 
break-up of states. The result of the various waves of nationalism from the 
early nineteenth century onwards has been to increase the population of the 
anarchical society of sovereign states, rather than change its nature. Indeed, if 
anything, nationalism rendered international co-operation more difficult, 
reinforcing the notion of the national community as the master of its fate. 

Democracy had no greater effect on the fundamental characteristics of the 
sovereign state, a political entity created in a pre-democratic era. Democracy, 
in the sense of representative government based upon universal suffrage, has 
become a virtually universal ideology and aspiration in the late twentieth 
century. Non-democratic regimes are now signs of political failure and 
chronic economic backwardness. The notion of a sovereign people could 
easily replace the ‘sovereign’, annexing the latter’s claims to primacy as the 
means of political decision within a given territory. Similarly, democracy and 
nationalism can, at a price, be made compatible. Democracy requires a 
substantial measure of cultural homogeneity (or publicly recognized cultural 
difference within some over-arching political identity) if it is to be tolerable.° 
Bitterly divided communities cannot accept the logic of majority rule or 
tolerate the rights of minorities. National self-determination is a political 
claim that derives its legitimacy from the notions of democracy and cultural 
homogeneity in equal measure, its essence is a plebiscite on independence ina 
territory claimed to have a degree of distinctive cultural coherence.’ 

Modern political theory, that is, the theory of government and political 
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obligation in a sovereign state, evolved before mass democracy, but adapted 
relatively easily to it. This is not just because it was possible to substitute the 
people for the monarch as the source of sovereignty. It is also because the 
nation state is simply the most developed form of the idea of a self-governing 
political community, with which the very possibility of a distinctive ‘political’ 
theory has been bound up.* Democracy is a source of legitimacy for govern- 
ment and a decision procedure within an entity seen to be self-determining. 
From the Greek polis, through the civic republicanism of the Italian city- 
states, to seventeenth century ideas of government by consent, the notion of 
the community that controls its social world through collective choice has 
been central to our understanding of politics. Modern democratic theory 
blended together what had hitherto tended to be the contradictory ideas of the 
sovereignty of the community, that power ultimately derived from the people 
and that government must be by consent, and ruler sovereignty, that state and 
society were separate entities and that the sovereign was an uncommended 
commander, not bound by prior agreements. Democratic elections legiti- 
mated the sovereign powers of state institutions,’ and thus provided a better 
foundation for a state viewed as the organ of a self-governing territorial com- 
munity than did the will of a prince. Democratic sovereignty includes citizens 
and binds them through a common membership that is denied to others. 

The notion of the self-governing community has ancient sources, but in the 
form of the modern nation state it acquired a distinctive credibility. First, in its 
pre-democratic guise, the state (as a distinct entity separate from society) 
monopolized violence, imposed uniform administration and provided a form 
of the rule of law. States claimed to guarantee a substantial measure of security 
to citizens from external enemies and internal tumults. This claim, advanced 
as the justification for enlightened autocracy, only became fully credible when 
states became representative democracies and matters of war and peace 
ceased to be determined by princely ambitious and dynastic considerations. 
Since Kant, the proposition that liberal states will not attack one another has 
been the foundation for the hope that a world of nation states could be a 
peaceful one, that democracy within would temper the anarchical relations 
between states.!? Second, the modern representatively governed state could 
govern its territory with a degree of completeness and comprehensiveness un- 
available to previous regimes. Representative government reinforced and 
legitimated the state’s capacities for taxation and, given this fiscal power and 
the removal of competing and subordinate authorities, it could create a 
uniform national system of administration. On this basis it could extend social 
governance, for example, creating universal systems of national education or 
public health measures. Third, but only in the twentieth century, states ac- 
quired the means effectively to manage or direct national economies, either 
through autarchy and state planning, as with the state-directed economies in 
Britain and Germany in the First and Second World Wars, or, through Key- 
nesian measures, using monetary and fiscal policy to influence the decisions of 
economic actors and thus alter economic outcomes. 
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Thus by the 1960s the state appeared to be the dominant social entity: state 
and society were virtually co-terminous. The state governed and directed 
society in both the Communist and Western worlds, albeit in rather different 
ways. Communist states were a variety of national economic management, 
through permanent central planning. In the 1960s the excesses of forced 
socialist construction seemed to be over and reformers like Khrushchev were 
promising greater prosperity and peaceful coexistence rather than open conflict 
with the West. In the advanced Western industrial states it was widely believed 
that national economic management could continue to ensure both full 
employmentand relatively steady growth. Industrial states, Eastand West, were 
ramified public service agencies, omnicompetent to supervise and to provide 
for every aspect of the life of their communities. In Western societies still shaped 
by the industrial revolution, in which the majority of the employed population 
remained manual workers even into the 1960s, uniform and universal national 
services in health, education and welfare remained popular. Populations that 
had only recently escaped the crises of unregulated capitalism continued to 
welcome collective state social protection, even as they began to enjoy the new 
mass affluence created by full employment and the long boom after 1945. 

This perception of the state has changed out of all recognition and with 
surprising rapidity. The revolutions of 1989 in Eastern Europe and their 
aftermath have led to a widespread perception of the modern world as one in 
which nation states are losing their capacities for governance and national- 
level processes are ceding their primacy to global ones. What 1989 ended was 
a specific structure of conflict between allied groups of nation states, the Cold 
War. The driving force of this conflict was mutual fear between two armed 
camps, which was then exploited on both sides for ideological purposes but 
was not primarily a clash of ideologies. The Cold War reinforced the need for 
the nation state, for its military capacities and for the national-level forms of 
economic and social regulation necessary to sustain them. The states system 
was frozen into a pattern of rigid passive confrontation at the centre, with 
conflict by proxy at the margins. The state remained necessary, even though 
its powers remained in reserve in a suspended conflict. Until 1989 it remained 
possible, although unlikely and mutually suicidal, that the two Superpowers 
and their allied states might go to war. This eventuality, the fear of a mobilized 
and immediate enemy, made nation states necessary. If they weakened or lost 
their capacity to control their societies then the enemy might overrun them, 
and, depending on one’s viewpoint, destroy the gains of Socialism or impose 
Communist tyranny. This blocked conflict preserved the saliency of the 
national level of government in a way that delayed or masked the changes that 
would subsequently weaken it. 


The rhetoric of ‘globalization’ 


It has now become fashionable to assert that the era of the nation state is over, 
that national-level governance is ineffective in the face of globalized economic 
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and social processes. It is claimed that from the 1970s onwards we have 
witnessed the creation of a truly global economy, one in which world market 
forces are stronger than even the most powerful states. National economies 
are being subsumed into one global economy, in which international financial 
markets and trans-national companies dominate. Capital is mobile and will 
locate wherever economic advantage dictates, but labour is both nationally 
located and relatively static, and it must adjust its political expectations to meet 
the new pressures of international competitiveness. Distinct national regimes 
of extensive labour rights and social protection are thus held to be obsolete. So 
too are monetary and fiscal policies contrary to the expectations of global 
markets and trans-national companies. The nation state has ceased to be an 
effective economic manager. It can only provide those social and public 
services international capital deems essential and at the lowest possible 
overhead cost. This rhetoric is commonplace among the politicians and the 
media, but for intelligent arguments for this case see Ohmae (1990, 1993, 
1995) and Reich (1992). 

Nation states in this new perspective have become the local authorities of 
the global system. They can no longer independently affect the level of 
economic activity or employment within their territories; rather, that is 
dictated by the choices of internationally mobile capital. The job of nation 
states is like that of municipalities within states heretofore: to provide the 
infrastructure and public goods that business needs at the lowest possible cost. 

This new globalist rhetoric is based on an anti-political liberalism. Set free 
from politics, the new globalized economy allows companies and markets to 
allocate the factors of production to greatest advantage, without the 
distortions of state intervention. Free trade, trans-national companies and 
world capital markets have set business free from the constraints of politics, 
able to provide the world’s consumers with the cheapest and most efficient 
products. Globalization realizes the ideals of mid-nineteenth-century free- 
trade liberals like Cobden and Bright. That is, a de-militarized world in which 
business activity is primary and political power has no other task than the 
protection of the world free trading system. 

For the Right in the advanced industrial countries, the rhetoric of 
globalization is a godsend. It provides a new lease of life after the disastrous 
failure of their monetarist and radical individualist policy experiments in the 
1980s. Labour rights and social welfare of the kind practised in the era of 
national economic management will render Western societies uncompetitive 
in relation to the newly industrializing economies of Asia and must be 
drastically reduced. For the radical Left, globalization proves the reality of the 
world capitalist system and the illusory nature of national reformist strategies, 
even if this intellectual certainty is bought at the price of political impotence. 

Left and Right can thus mutually celebrate the end of the Keynesian era. 
National economic management, full employment and sustained growth, 
standardized mass production with large semi-skilled manual labour forces, 
corporatist collaboration between industry, organized labour and the state — 
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these factors, central to the period of the post-1945 Great Boom, created 
conditions that favoured the political influence of organized labour and that 
confined credible political policies to a centrist and reformist path. The 
dominance of volatile international markets, the change to flexible methods of 
production and the radical re-shaping of the labour force, fitful and uncertain 
growth in the advanced countries, the decline of organized labour and 
corporatist intermediation, have all, it is claimed, rendered reformist 
strategies obsolete and reduced the centrality of national political processes, 
whether competitive or co-operative. 

There is some truth in the proposition that national politics in the advanced 
countries is increasingly a ‘cool’ politics.'’ It is no longer a matter of war and 
peace, or of class conflict. It is no longer a matter of mass mobilization for 
common life or death national efforts. For the globalists national-level politics 
is even less salient because it cannot greatly alter economic and social 
outcomes, unless foolish interventionalist strategies are adopted that threaten 
to undermine national competitiveness. 

Hence national politics is held to become more like municipal politics, a 
matter of providing mundane services. Hence energy will drain out of 
conventional politics, away from established parties, and first-rate people 
cease to be attracted by a political career. Energy will flow into the politics of 
morality — into issues like abortion, gay rights, animal rights, the environment, 
etc. Activist or ‘hot’ politics can be played as primary politics without fear that 
this will distract or divert attention from vital ‘national’ issues — for these are 
now mundane. 

The decline in the centrality of national-level politics, of war — of class 
conflict and revolution, of effective economic management and social reform 
~ frees political forces from the need to co-operate against enemies without or 
to collaborate within to maintain national prosperity. Sub-nationalities and 
regions can assert their autonomy with less fear. Being, for example, an active 
advocate of Breton culture and interests will no longer have the effect of 
weakening France in its life or death conflicts with Germany. Equally, cultural 
homogeneity at the ‘national’ level is less central in advanced states linked to 
world markets, since the nation state as a political entity can offer less. Hence 
religious, ethnic and lifestyle pluralism can expand within such states and 
groups within national states grow in significance as alternative foci of 
allegiance for their members. 

These arguments have some force. There is no doubt that the salience and 
role of nation states has changed markedly since the Keynesian era. States are 
less autonomous, they have less exclusive control over the economic and social 
processes within their territories, and they are less able to maintain national 
distinctiveness and cultural homogeneity. 
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The changing capacities of the nation state 


There are certain areas in which the role of the state has changed radically 
and its capacities to control its people and domestic social processes have 
declined as a consequence. The first of these is war. The state acquired a 
monopoly of the means of violence within, the better to be able to mobilize 
the resources of a territory for external conflict. From the sixteenth century 
to the present the primary defining capacity of the modern state has been the 
power to make war, and to draw on the lives and property of its citizens in 
order to do so. The Cold War kept this power alive. Mutual enmity between 
East and West reinforced the need for permanent mobilization against an 
ever-present threat of war. The development of nuclear weapons, however, 
has had the effect of making war between nuclear states impossible, in the 
traditional sense of the use of force to attain some objective. Classically, war 
was seen as a means of decision, victory settling an issue between states that 
could be resolved in no other way. Clausewitzian war was purposive, and to 
that degree rational, the continuation of policy by other means. Nuclear war 
between roughly equal combatants can only end in mutual destruction and 
the negation of any rational policy pursued by the officials of the partici- 
pating states. As Bernard Brodie perceptively observed (immediately after 
Hiroshima), the sole rational political function of nuclear weapons was de- 
terrence — the greatest military force could no longer be employed to reach a 
political decision but could now be effective only if it prevented its use and 
thus gave politicians time to devise means to bring it under political control 
by the mutual agreement of the nuclear states.’ 

Brodie was right, even if it took a half century of extreme risk and the danger 
of extinction before such political measures finally became at least pro- 
visionally possible. The Cold War was politically insupportable at its full 
intensity, deterrence was implicit and unstable, and nuclear stalemate bought 
at ever higher cost in escalating arms races. Periods of intense competition 
between the Superpowers, seeking technological advantage through arms 
races, were followed by periods of detente. The major nuclear states have 
forgone a substantial measure of traditional ‘sovereignty’ — they have created a 
world civil order by their treaties, not merely limiting wars, but granting to 
other states powers of inspection and supervision, of notification of military 
manoeuvres, etc., of a kind that render effective war mobilization extremely 
unlikely.'? States have had to accept a hitherto intolerable level of interference 
in their internal affairs in order to make peace credible. The ultimate force 
that nuclear arsenals represent is useless: it cannot make war, and political 
agreements, if they can be institutionalized, will make deterrence un- 
necessary. 

War between nuclear states became impossible, whether they were liberal 
or illiberal, provided their leaders were possessed of minimal rationality. 
Non-nuclear conflicts could only occur in peripheral regions, conflicts by 
proxy where the defeat of one side would not lead to the threat of nuclear war. 
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The possession of nuclear weapons thus also ended the possibility of 
conventional war between nuclear states.'* Nuclear weapons drove war out of 
international relations between advanced states; they were no longer an 
alternative means of decision but the threat of a terrible mutual disaster that 
needed to be negotiated away. 

Armed forces are thus virtually an irrelevance for the major advanced states 
in their dealings with one another. Weapons have evolved to the point where 
they have rendered war obsolete and with it much of the rationale and 
capacities for control of the state. Armed forces will not cease to exist, but they 
will matter less and less as a means of deciding political conflicts.!> They 
cannot decide matters between advanced states, and the disparity of forces 
between the Great Powers and lesser peripheral states is so great that the latter 
cannot rearrange matters to their advantage by conventional armed force; that 
is, when the Great Powers perceive their vital interests to be at stake, as the 
Gulf War of 1991 proved. 

This does not mean we shall live in a peaceful world. Lesser states will fight 
one another. Advanced states will be threatened by terrorism. Revolutionary 
movements will continue to arise on the impoverished periphery, new but 
local ‘beggars’ armies’ like the Zapatistas in Chiapas. Revolutionary move- 
ments will articulate specific local antagonisms, but they will no longer seem to 
be detachments of a single struggle united by a common anti-Capitalist and 
anti-Imperialist idealogy. But it does mean, in the advanced states at least, that 
governments are unlikely to have the occasion to call extensively on the lives 
and property of their citizens for war. They will no longer be able to mobilize 
their societies and demand and create the solidarity and common identifi- 
cation with authority necessary to the effective pursuit of total war. War, the 
presence of a genuine enemy, reinforced national solidarity and made credible 
the claim to national cultural homogeneity. 

Without the threat of war, without enemies, the state becomes less 
significant to the citizen. When peoples really faced enemies, invaders and 
conquerors, they needed their state and their fellow citizens. The liberal state, 
that claimed to live peacefully with its neighbours and to make limited 
demands on its own people could claim great legitimacy if attacked, thereby 
rousing its people to a degree of commitment and common effort authori- 
tarian states could seldom match. These legitimations are gone, and with 
them whole classes of provision for ‘national’ needs justified by the possible 
contingency of war: ‘national’ industries, health and welfare to promote 
‘national efficiency’, and social solidarity to unite rich and poor in a common 
struggle. Social democracy profited from industrialized conventional war 
because it could deliver organized labour to the all-out war effort at the price 
of economic and social reforms. 

States in the advanced world no longer have war as a central support for 
their claims to ‘sovereignty’. They are no longer conceivable as autonomous 
actors, free to pursue any external policy in the anarchical society of states. 
The society of states has passed from an anarchical condition to a quasi-civil 
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one. A substantial number of the world’s states are bound together in 
numerous ways in what amounts to an international political society, and in the 
case of the major advanced states of the G7 and OECD, a virtual standing 
association of states with its own rules and decision procedures. This does not 
mean that national states are irrelevant, but it does mean that their claim to a 
monopoly of the means of legitimate violence within a given territory is no 
longer so definitive of their existence. 

This should not be taken to mean that there are no power relations between 
states. Even among the advanced industrial states dialogue and co-operation 
have by no means completely displaced conflict; rather, the issues and forms 
of inter-state competition have become limited to economic matters and are 
constrained by war no longer being an option. We have just witnessed the 
passing of an international system immobilized by the Cold War, but, although 
Superpower confrontation has declined, we are unlikely to return to 
something analagous to the nineteenth-century Great Power system centring 
on the balance of power. States can no longer compete militarily for world 
hegemony, nor can major states easily annex others by force. In this sense 
imperialistic expansion in its primitive forms is over. The world is neither 
de-militarized nor post-political, and markets have yet to render states 
irrelevant. 

The world trading system has hitherto never just been an ‘economy’, a 
distinct system governed by its own laws. On the contrary, the term 
‘international economy’ has been a shorthand for the complex interaction of 
economic relations and political processes. The prevailing regimes of the 
international economy in the last century have been shaped and re-shaped in 
considerable measure by the conflicts of the Great Powers. 

The problem now is that there are no compelling models that seem to fit the 
emerging international system, neither Great Power conflict nor hegemonic 
stability are accurate accounts of the current state of affairs. Yet some elements 
of both models still have some relevance. In economic terms the old Great 
Powers are still in business. The G7 includes the majority of the Great Powers 
of 1914 — Britain and Canada, France, Germany, Italy, Japan and the USA. 
Only Austria-Hungary has vanished. Russia has returned to what it was in 
1914, an economically backward but very considerable military power. There 
are no new powers to join them — China and India both possess considerable 
local military strength, but they are unlikely to join the club of the most 
powerful economies for a considerable time, if at all. The Powers remain, but 
all except Russia are members of a standing association of states between 
whom war is almost unthinkable. 

Similarly, the USA retains at least a considerable portion of the hegemony it 
enjoyed during the Pax Americana. American hegemony after 1945 was both 
multi-dimensional and not uncontested. Some dimensions of that hegemony 
remain. Militarily the US remains unrivalled, which means that no other 
power dare use military force radically to disrupt or re-structure the 
international economy against American interests. The US thus remains the 


Downloaded by [RMIT University Library] at 01:09 22 December 2017 


Globalization and the future of the nation state 419 


only possible and credible guarantor of the world free trading system against 
extreme challenges, even if it is reluctant to play the role of routine world 
policeman. America also remains the largest economy in the world by far and 
the power-house of world demand, on which successful export-oriented 
states in Asia are heavily dependent. Even though the US no longer has 
monetary hegemony, in that it cannot pursue an autonomous monetary policy, 
the dollar remains the medium of world trade. There are no obvious 
contenders for the remaining elements of hegemony, neither the EU or Japan 
being capable of taking over America’s world role or wishing to do so. 

In this ambiguous international system the problem for poorer countries is 
not imperial domination or attempts to annex their resources, it is neglect and 
exclusion. Trade and investment flow between the advanced states and a few 
favoured newly industrialized countries. The rest have become economically 
marginal, and, therefore, in the eyes of the West politically inconsequential, 
no longer worth fighting over or worth the political risks of military 
intervention. 

Just as nuclear weapons have transformed the conditions of war, weakening 
in the process the central rationale for the state, so too the new communi- 
cations and information technologies have loosened the state’s exclusiveness 
of control of its territory, reducing its capacities for cultural control and 
homogenization. It is a commonplace that digitalized communications, 
satellites, fax machines and computer networks have rendered the state 
licensing and control of information media all but impossible, not merely 
undermining ideological dictatorships but also all attempts to preserve 
cultural homogeneity by state force. 

Modern communications form the basis for an international ‘civil society’, 
people who share interests and associations across borders. The international 
media also make possible a set of cosmopolitan cultures, both élite and 
popular, scientific and artistic. They are linked through the medium of 
English as a universal rather than a national language. Such cultures, from 
kids watching Tom and Jerry on TV to physicists gossiping on E-mail, are 
inevitably international. Cultural homogeneity becomes increasingly prob- 
lematic, ‘national’ cultures are merely members of a set of cultures in which 
people participate for different purposes. Cosmopolitan and national cultures 
interact. Complete cultural homogeneity and exclusiveness are less and less 
possible. ‘National’ cultures that aim to be dominant over their member 
individuals are increasingly projects of resistance to and retreat from the wider 
world. Inward-looking nationalism and cultural fundamentalism are, to put it 
bluntly, the politics of losers. It is virtually impossible to continue to operate in 
the various world markets and ignore at the same time the internationalized 
cultures that go along with them. Such inward-looking nationalisms do exist 
and will continue to develop but, to the degree that their political projects are 
successful, they have the effect of marginalizing their societies. Although they 
are responses to economic backwardness, such nationalisms act to reinforce it. 
The same is true of social groups within advanced states that claim an 
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all-pervasive identity — be that ethnic, religious or whatever — they condemn 
their members to social marginality. 

The existence of different languages and religions, as Kant argued, virtually 
guarantees cultural diversity.'° Distinct local cultural traditions will continue 
to coexist with cosmopolitan cultural practices. What is threatened, however, 
is the idea of an exclusive and virtually self-sufficient ‘national’ culture, of 
which individuals are simply exemplars, sharing a common language, beliefs 
and activities. States strenuously attempted to create such cultures through 
common systems of national education, military service, etc.'’? That such 
projects are no longer possible for advanced states means that these states 
have to seek bases of citizen loyalty and legitimacy outside primitive cultural 
homogeneity. In the major cities of most advanced states dozens of languages 
and almost every conceivable religion are in common usage. As we shall see, 
the state will probably find a new rationale in managing this very diversity, 
acting as the public power that enables such parallel communities to coexist 
and to resolve conflicts. Space and culture have no definite relation. In the 
great cities of the advanced countries at least, the cultures of the world are 
more or less randomly mixed. In the era of ‘nation building’ the state tried to 
turn its people into artifacts of itself, representative specimens of the ‘national’ 
culture. In the interest of individual liberty and the values of cosmopolitanism 
and cultural diversity, we should be grateful that states can make fewer and 
less credible claims on our imaginations and beliefs. 

The state may have less control over ideas, but it remains a controller of its 
borders and the movement of people across them. Apart from a ‘club-class’ of 
internationally mobile, highly skilled professionals, and the desperate, poor 
migrants and refugees who will suffer almost any hardship to leave intolerable 
conditions, the bulk of the world’s populations now cannot easily move. 
Workers in advanced countries have no exact equivalent of ‘frontier’ societies 
like Australia or Argentina to migrate to as they did in huge numbers in the 
nineteenth century and in lesser numbers into the 1970s.'° Increasingly, the 
poor of Eastern Europe and the Third World are unwelcome in most 
advanced countries, except as guest workers or illegal migrants working for 
poverty wages. Western European societies are shedding labour and local 
unskilled labour finds it harder and harder to get jobs, hence the pressure to 
exclude poor migrants. In the absence of labour mobility states will retain 
powers over their peoples, they define who is and is not a citizen, who may and 
may not receive welfare. In this respect, despite the rhetoric of globalization, 
the bulk of the world’s population live in closed worlds, trapped by the lottery 
of their birth. For the average worker or farmer with a family, one’s nation 
state is a community of fate. Wealth and income are not global, they are 
nationally and regionally distributed between poorer and richer states and 
localities. For the vast majority of people nation states are not like 
municipalities or local authorities, providing services that one chooses 
according to their relative quality and cost. Nationally rooted labour has to 
seek local strategies and local benefits if it is to improve its lot. The question is 
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whether business is similarly constrained, or whether it can simply choose new 
and more optimal locations. Internationally open cultures and rooted 
populations present an explosive contradiction. The impoverished can watch 
Dallas. They know another world is possible, whether they are watching it in a 
slum apartment in an advanced country or a shanty town in a Third World 
country. The ideology of socialist revolution may have few takers but one 
should not imagine that the world’s poor will remain cowed or passively accept 
their poverty. Their responses, whether of street crime or guerrilla struggles 
like Chiapas, will be far harder to cope with than old-style Communist- 
directed revolts. Such responses will be local, and less aggregated in 
ideological terms with other conflicts. Hence such struggles will be left in the 
main to local states and local élites to contain. The advanced world currently 
does not think its frontier begins in the jungles of Yucatan in the way it once 
thought it did in the jungles of Vietnam or Bolivia. 

As the advanced countries seek to police the movement of the world’s poor 
and exclude them, the capriciousness of the notions of citizenship and of 
political community will become ever more evident. Advanced states will not 
be able effectively to use as a principle of exclusion the claim to cultural 
homogeneity — for they are ethnically and culturally pluralistic. Exclusion will 
be a mere fact, with no other logic or legitimacy than that states are fearful of 
the consequences of large-scale migration. A world of wealth and poverty, 
with appalling and widening differences in living standards between the 
richest and the poorest nations, is unlikely to be secure or stable. Industrial 
workers in the advanced countries fear the cheap labour of well-educated and 
skilled workers in the upper tier of developing countries like Taiwan or 
Malaysia. The poor of the Third World see themselves as abandoned by a rich 
world that trades more and more with itself and with a few favoured newly 
industrialized countries (NICs). Both groups are stuck within the borders of 
states, forced to regard their countries as communities of fate and to seek 
solutions within the limits of their enforced residence. 

However, as we have argued above, mere nationalism as such will provide 
no solution to these problems. The assertion of ethnic, cultural or religious 
homogeneity may serve as a cultural compensation for poverty, as an opium of 
the economically backward, but it will not cure it. The appeal of fundamental- 
ist Islam or other forms of cultural nationalism is to the poor and excluded. 
Such localizing ideologies will continue to be politically successful in areas 
where significant numbers of people see they have benefited not at all from the 
world free trade order. But such ideologies will not alter the fact of poverty.’ 

Third World national revolutions as projects of economic and social 
modernization have proved failures. They required autarchic withdrawal 
from world markets, the socialization of agriculture and forced-march 
industrialization. Where such revolutions were most complete, as in Albania 
or North Korea, they led to societies that reproduced the worst features of the 
Soviet system. Unfortunately for the world’s poor they could not exit the free 
trade system and transform their societies by their own efforts within their 
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own borders. The problem is that without a transformation in the inter- 
national economic order, without new strategies and priorities in the advanced 
countries towards the Third World, and without large-scale foreign capital 
investment, poor countries are unlikely to benefit much from turning away 
from autarchy either. The point is that in the 1960s the national state solution 
still seemed viable for the Third World, using the state power available after 
independence and the legacy of solidarity from the anti-colonial struggle to 
build a new society. Such Third World revolutionary strategies are no more 
viable now than are conventional social-democratic national Keynesian 
strategies in the advanced countries. 


Governance and the world economy 


There can be no doubt that the era in which politics could even minimally 
plausibly be conceived in terms of processes within nation states and their 
external billiard ball interactions is passing. Politics is becoming more 
polycentric, with states as merely one level in a complex system of overlapping 
and often competing agencies of governance. It is probable that the complexity 
of these superimposed authorities, both territorial and functional, will soon 
come to rival that of the Middle Ages. But this complexity and multiplicity of 
levels and types of governance implies a world quite different from that of the 
rhetoric of ‘globalization’, and one in which there is a distinct, significant and 
continuing place for the nation state. 

We should make it clear at this point that the issue of control of economic 
activity in a more integrated internationalized economy is one of governance 
and not just of the continuing roles of governments. Sovereign nation states 
claimed as their distinctive feature the right to determine how any activity 
within their territory was governed, either to perform that function themselves 
or to set the limits of other agencies. That is, they claimed a monopoly of the 
function of governance. Hence the tendency in common usage to identify the 
term ‘government’ with those institutions of state that control and regulate the 
life ofa territorial community. Governance — that is, the control of an activity by 
some means such that a range of desired outcomes is attained — is, however, 
not just the province of the state. Rather, it is a function that can be performed 
by a wide variety of public and private, state and non-state, national and 
international, institutions and practices.”° The analogy with the Middle Ages 
simply helps us to grasp this by thinking back to a period before the attempt at 
the monopolization of governance functions by sovereign nation states. That 
is its only and limited purpose. 

The analogy with the Middle Ages is at best metaphoric and in some ways is 
far from apt. We are not returning to a world /ike the Middle Ages and before 
the development of national ‘sovereignty’. This is not just because national 
states and the ‘sovereign’ control of peoples persist. The scope and role of 
forms of governance are radically different today, and this has distinct 
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implications for the architecture of government. In the Middle Ages the 
coexistence of parallel, competing and overlapping authorities was possible, if 
conflictual, because economies and societies were less integrated. The degree 
of division of labour and economic interdependence was relatively low, 
whereas today communities depend for their very existence on the meshing 
and co-ordination of distinct and often remote activities. Markets alone 
cannot provide such interconnection and co-ordination, or rather they can 
only do so if they are appropriately governed and if the rights and expectations 
of distant participants are secured and sustained.” 

Hence governing powers cannot simply proliferate and compete. The 
different levels and functions of governance need to be tied together in a 
division of control that sustains the division of labour. If this does not happen 
then the unscrupulous can exploit and the unlucky can fall into the ‘gaps’ 
between different agencies and dimensions of governance. The governing 
powers (international, national and regional) need to be ‘sutured’ together 
into a relatively well-integrated system. If this does not happen then these gaps 
will lead to the corrosion of governance at every level. The issue at stake is 
whether such a coherent system will develop, and it takes priority over the 
question of whether international governance can be democratic (as forcefully 
argued by Held 1991, 1993b, for example). The answer to this former 
question remains moot. But simplistic versions of the globalization thesis do 
not help to resolve it because they induce fatalism about the capacity of the key 
agencies in promoting coherence, nation states. 

The nation state is central to this process of ‘suturing’: the policies and 
practices of states in distributing power upwards to the international level and 
downwards to sub-national agencies are the sutures that will hold the system 
of governance together. Without such explicit policies to close gaps in 
governance and elaborate a division of labour in regulation, then vital 
capacities for control will be lost. Authority may now be plural within and 
between states rather than nationally centralized, but to be effective it must be 
structured by an element of design into a relatively coherent architecture of 
institutions. This the more simplistic ‘globalization’ theorists deny, either 
because they believe the world economy is ungovernable, given volatile 
markets and divergent interests, and, therefore, that no element of design is 
possible, or because they see the market as a mechanism of co-ordination in 
and of itself that makes any attempt at an institutional architecture to govern it 
unnecessary. The market is a substitute for government because it is held to be 
a satisfactory mode of governance, it produces optimal outcomes when its 
workings are least impeded by extraneous institutional regulation. 

Extreme ‘globalization’ theorists like Ohmae (1990) contend that only two 
forces matter in the world economy, global market forces and trans-national 
companies, and that neither of these is or can be subject to effective public 
governance. The global system is governed by the logic of market competition, 
and public policy will be at best secondary, since no governmental agencies 
(national or otherwise) can match the scale of world market forces. To repeat, 
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this view regards national governments as the municipalities of the global 
system, their economies are no longer ‘national’ in any significant sense and 
they can only be effective as governments if they accept their reduced role of 
providing locally the public services that the global economy requires of them. 
The question, however, is whether such a global economy exists or is coming 
into being. There is a vast difference between a strictly global economy and a 
highly internationalized economy in which most companies trade from their 
bases in distinct national economies. In the former national policies are futile, 
since economic outcomes are determined wholly by world market forces and 
by the internal decisions of trans-national companies. In the latter national 
policies remain viable, indeed, essential in order to preserve the distinct styles 
and strengths of the national economic base and the companies that trade 
from it. A world economy with a high and growing degree of international 
trade and investment is not necessarily a globalized economy in the former 
sense. In it nation states, and forms of international regulation created and 
sustained by nation states, still have a fundamental role in providing 
governance of the economy. 


What kind of international economy? 


The issue, therefore, turns on what type of international economy is coming 
into being: one that is essentially supra-national or one in which, despite high 
levels of international trade and investment, nationally located processes and 
economic actors remain central? The problems of establishing the kinds of 
evidence that will count in assessing this question, and of collecting that 
evidence, are formidable and space forbids their full consideration here. We 
have attempted to review the evidence for and against globalization (Hirst and 
Thompson 1992, 1994, 1996) and contend that the balance of evidence seems 
to favour the concept of a highly internationalized economy that is based on 
trade and capital exchanges between distinct national centres. The following 
points summarize the case against the thesis of a truly globalized economy: 


e the number of genuine trans-national companies (TNCs) is small; most 
major companies continue to operate from distinct national bases and to 
wish to retain a distinct national identity, even though they trade in world 
markets and locate a significant part of their operations abroad;”* 

e if true TNCs are rare, the major supra-national phenomenon evident at 
company level is the rapid growth in inter-firm partnerships and joint 
ventures, activities which are international but tend to lack the unity of 
ownership and hierarchical control characteristic of the corporation and 
take on characteristics more akin to those of networks, weakening both 
traditional foci of property rights and staff loyalty and thus subverting 
classic corporate ownership and control — thus traditional companies may 
be losing some of their identity from the blurring of the boundary between 
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the firm and the wider world, and thus be rather more challenged in this 
regard than is the nation state; 

e both foreign trade flows and patterns of foreign direct investment are highly 
concentrated, both are overwhelmingly between the advanced industrial 
states and a small number of NICs; thus income and wealth remain 
phenomena that are nationally distributed and which are extremely 
unequal, so that 14 per cent of the world’s population accounted for 75 per 
cent of investment flows in the period 1980-91 and 14 per cent of the 
world’s population for 70 per cent of world trade in 1992: the world’s 
economy is far from ‘global’; rather, it is substantially confined to the Triad 
of Europe, North America and Japan;”’ 

e the figures for stocks and flows of foreign direct investment (FDI) 
demonstrate that the alarmist version of the globalization thesis that sees 
capital moving inexorably from high-wage advanced countries to low-wage 
developing countries (and with it employment and output) is inaccurate in 
ageregate;”* 

e the evidence that world financial markets are beyond regulation is by no 
means certain, for example, extreme volatility in exchange rates is in the 
interest only of short-term speculators and periods of turbulence have been 
followed by more or less successful attempts at stabilization and regulation, 
as with the efforts of the G7 in the 1980s with the Louvre and Plaza accords 
or current debates on the need for a new Bretton Woods system of fixed 
exchange rates within broad bands;”> 

@ many commentators assume that rapid growth trends in the developing 
world (particularly China and South and East Asia) will result in a radical 
redistribution of output and income, overwhelming the Triad in twenty to 
thirty years’ time — the problem with such analyses is that they project 
current trends forward beyond the calculable, but if previous historical 
experience is anything to go by such growth rates (particularly in China) are 
probably too high to be sustained and generally they seem to depend on 
authoritarian governments’ ability to repress the political protests of the 
losers in these highly uneven processes of development, and, as the Iranian 
revolution of 1978 indicates, this is by no means guaranteed.”° 


The ongoing battles between the public policy of the advanced nations and 
the major financial markets are by no means settled, but there is no reason to 
believe market forces will inevitably prevail over regulatory systems, despite 
setbacks like the unravelling of the EMS. The reason is that most players in 
the international economy have an interest in financial stability. This includes 
most major companies, for whom the reduction in uncertainty is of obvious 
advantage in their planning of investment and in their production and 
marketing strategies. The idea, common among extreme globalization 
theorists, that major companies will benefit from an unregulated international 
environment remains a strange one. Calculable trade rules, settled and 
internationally common property rights, and exchange-rate stability are a level 
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of elementary security that companies need to plan ahead and, therefore, a 
condition of continued investment and growth. Companies cannot create such 
conditions for themselves, even if they are ‘trans-national’. Stability in the 
international economy can only be had if states combine to regulate it and to 
agree on common objectives and standards of governance. Companies may 
want free trade and common regimes of trade standards, but they can only 
have them if states work together to achieve common international regu- 
lation.”’ 

Equally, the notion that companies should wish to be ‘trans-national’ in the 
sense of extra-territorial is also a strange one. The national economic bases 
from which most companies operate actually contribute to their economic 
efficiency and not just in the sense of providing low-cost infrastructure. Most 
firms are embedded in a distinct national culture of business that provides 
them with intangible but very real advantages. Managers and core staff have 
common understandings that go beyond formal training or company policies. 
Genuinely trans-national companies, with no primary location and a multi- 
national workforce, would have to try to create within the firm the cultural 
advantages and forms of identification that other firms get almost free from 
national institutions. They would have to get core workers to put the company 
first as a source of identification and build a cohesive non-national managerial 
élite that can communicate implicitly one with another. This trans-nationality 
has traditionally been achieved only by non-economic organizations with a 
strong ideological mission as an alternative focus of loyalty to countries and 
states, such as the Society of Jesus. This would be difficult for companies to 
match. After all, the Jesuits are culturally distinct even if multinational 
products of a distinctive Latin Catholic environment and education. It is 
difficult to make the firm the exclusive cultural focus of an individual’s life, and 
for individuals to make an ongoing commitment to one company, entirely 
removed from national connections. The Japanese managers and core 
workers who see the firm as a primary and ongoing social community do this in 
a national context where this makes sense. 

Companies benefit not just from national business cultures, but from nation 
states and national communities as social organizations.”* These national 
business systems are quite distinct from the forms of homogeneity preached 
by cultural nationalists, but they remain tenaciously distinctive in a way that 
many other forms of national culture do not. Companies benefit from being 
enmeshed in networks of relations with central and local governments, with 
trade associations, with organized labour, with specifically national financial 
institutions orientated towards local companies, and with national systems of 
skill formation and labour motivation. These networks provide information, 
they are a means to co-operation and co-ordination between firms to secure 
common objectives, and they help to make the business environment less 
uncertain and more stable — a national economic system provides forms of 
reassurance to firms against the shocks and the risks of the international 
economy. Such national business-orientated systems have been most evident 
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in the developed world in Germany and Japan, both of which have had 
strongly solidaristic relationships between industry, labour and the state. 

But national advantages are not confined to those societies whose 
institutions promote solidarity in order to balance co-operation and com- 
petition between firms and between the major social interests. The USA has a 
national business culture that emphasizes competition and the autonomy of 
the individual corporation, but US firms have very real benefits in remaining 
distinctly American that stem from the powers and functions of the national 
state (Kapstein 1991; Tyson 1991): for example, that the dollar remains the 
medium of international trade, that regulatory and standard-setting bodies 
like the FAA and FDA are world leaders and work closely with US industry, 
that the US courts are a major means of defence of commercial and property 
rights throughout the world, that the Federal Government is a massive 
subsidizer of R&D and also a strong protector of the interests of US firms 
abroad. 

The extreme globalization theorists paint a picture of a world set free for 
business to serve consumers. States and military power cease to matter in the 
face of global markets. In this view economics and politics are pulling apart, 
and the latter is declining at the expense of the former. As markets dominate 
and the results of markets are legitimated by free competition and seen to be 
beyond national control, so states come to have less capacity to control 
economic outcomes or to alter them by force. Attempts to use military force 
for economic objectives against the interests of world markets would be 
subject to devastating, if unplanned, economic sanction: plunging exchange 
rates, turbulent stock exchanges, declining trade, etc. War would cease to have 
any connection with economic rationality — most societies would have become 
inescapably ‘industrial’ rather than ‘militant’. War would become the recourse 
of failed and economically backward societies and political forces, driven by 
economically irrational goals like ethnic homogeneity or religion. Such a 
world free for trade has been the dream of classical economic liberalism since 
its inception. It is also an illusion. Markets and companies cannot exist without 
the protection of the public power. The open international economy depends 
ultimately on Western (particularly US) force and upon active public 
regulation backed by legal enforcement. 

The advantages provided by public power to companies and markets are not 
confined to the national level. Indeed, for many vital services to business and 
forms of co-operation between firms national-level institutions are too remote 
for adequate local knowledge and effective governance. Regional govern- 
ments are providers of vital collective services to industry throughout the 
advanced industrial world. In particular, regional governments are the public 
articulation of industrial districts composed of small and medium-sized firms, 
and are a major reason why such firms can be internationally competitive and 
enjoy advantages comparable to the economies of scale of larger firms. The 
existence of regional economic governance, of thriving industrial districts and 
of an effective partnership and division of labour between national states and 
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regional governments are central components of the success of national 
economies in world markets.”° 

If the foregoing arguments are true then the majority of companies, large 
and small, that are active in international markets have a strong interest in the 
continued public governance, national and international, of the world 
economy. Internationally they seek a measure of security and stability in 
financial markets, a secure framework of free trade, and the protection of 
commercial rights. Nationally they seek to profit from the distinct advantages 
conferred by the cultural and institutional frameworks of the successful 
industrial states. If companies have such interests then it is highly unlikely that 
an ungoverned global economy composed of unregulated markets will come 
into existence. Globalization theorists tend to rely either on the providentialist 
assumptions derived from a simplistic reading of neo-classical economics, 
that as markets approach perfection and freedom from external intervention 
they become more efficient as allocative mechanisms, or on the gloomy 
suppositions of the Marxist Left, that international capital is an unequivocally 
malevolent force and one indifferent to national or local concerns. In the 
former case, the public power is a virtual irrelevance, its actions (beyond 
essential tasks like the protection of property) can do little but harm. In the 
latter case political authority submits to the will of capital and can do nothing 
to counter it within the existing world system. 

In the work of the more extreme globalization theorists the views that the 
international economy is ungovernable and that nation states cannot affect 
economic outcomes are closely linked. The value of ‘globalization’ for 
conservative political rhetoric is evident. Local labour must submit to 
international capital and world competitive pressures. Equally, ‘globalization’ 
seems to rule out traditional national social democratic strategies or any active 
macro-economic policies. But is this the case? 


Economic governance and its levels 


Is the international economy ungovernable? Is public power at the national 
level unable to alter economic outcomes? There is no reason why either of 
those propositions should hold in general. Most globalizers have foreshor- 
tened memories: they forget that the international economy was in many 
respects as open between 1870 and 1914 as it is today and that determined 
efforts were made to recreate it after 1918.*° The ineffectiveness of national 
economic management is seen in the context of the decline of Keynesian 
strategies. But states had public policies with regard to macro and micro 
economic objectives before the period in which national governments 
practised demand management. 

Moreover, the possibility of successful national Keynesian strategies post- 
1945 was underpinned by a period of the rapid growth of and the multilateral 
management of world trade. World trade grew faster than domestic output 
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and it was stimulated by the GATT regime for tariff liberalization and the 
Bretton Woods regime of semi-fixed exchange rates. National strategies thus 
operated in the context of the international governance of key economic 
variables. 

The other distinctive aspect of post-1945 national economic management 
— corporatist co-ordination — also seems under direct threat from inter- 
nationalization. Such ‘social democratic’ strategies based on the nation state 
relied on organized labour and organized business being able to reach an 
accommodation on an overriding and common ‘national interest’. But can 
there be such a nationally located commonality of interest between potentially 
highly mobile capital and domestically rooted labour, even in such hitherto 
nationally solidaristic countries such as Germany? Undoubtedly the national 
interests of the two constituencies are diverging, but both have at least limited 
common interests in international economic stability. If labour is collectively 
localized, capital’s major investments in manufacturing and extensive service 
networks are also relatively immobile in the medium term. Both groups thus 
have an interest in preventing the more extreme forms of turbulence in the 
international economic environment and in financial markets in particular. If 
they agree less on national agendas, they may share common commitments 
about international economic governance even if those agendas are limited in 
extent. The sharp divergence of interests proposed by commentators such as 
Scharpf (1991) may thus be less significant, if only organized labour in the 
advanced countries in particular switches its agenda towards securing 
international regulation of an open economy rather than behaving as if it can 
defend its exclusive interests and privileges in a quasi-closed one. So far social 
democratic parties and union federations have failed to make this adjustment. 

Significant sections of business will not, therefore, oppose a// moves 
towards international economic governance. Hence states will find both major 
economic interest constituencies, labour and capital, capable at least in 
principle of supporting a measure of re-regulation of the international 
economy. This will not be the old national pact between labour and capital 
reproduced at a supra-national level, but it does imply that within and between 
the advanced nations there is some considerable commonality of interest in 
economic stability and the reduction of uncertainty. 

Governance is possible at five levels, from the international to the regional: 


1 through agreement between the major nation states, specifically the G3 
(Europe, Japan and North America), to stabilize exchange rates within 
broad bands and, perhaps, to limit speculative short-term financial 
transactions by a turnover tax like that proposed by James Tobin (1994), 
thereby reducing the possible gains from speculating in the short-term 
recycling of financial assets;*” 

2 through a substantial number of states creating international regulatory 


agencies for some specific dimension of economic activity, such as the 
World Trade Organization (WTO) to police the GATT settlement 
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(provided it develops a broader agenda and some concern for the 
consequences of its policies for employment and output in advanced and 
developing countries alike), or possible authorities to police foreign direct 
investment or common environmental standards; 

3 through the governance of large economic areas by trade blocs such 
as the EU or NAFTA, both being large enough to pursue social and 
environmental objectives in the way a medium-sized nation state may 
not be able to do independently, enforcing high standards in labour 
market polices or forms of social and environmental protection ~— the 
blocs are big enough markets in themselves to stand against global 
pressures on specific policy issues if they so choose; 

4  national-level policies that balance co-operation and competition 
between firms and the major social interests, producing quasi- 
voluntary economic co-ordination and assistance in providing key 
inputs such as R&D, the regulation of industrial finance, international 
marketing, information and export guarantees, training, etc., thereby 
enhancing national economic performance and promoting industries 
located in the national territory; 

5 regional-level policies of providing collective services to industrial 
districts, augmenting their international competitiveness and providing 
a measure of protection against external stocks. 


Such institutional arrangements and strategies can assure some minimal 
level of international economic governance, at least to the benefit of the 
major advanced industrial nations. Such governance cannot alter the 
extreme inequalities between those nations and the rest, in terms of trade 
and investment, income and wealth. Unfortunately, that is not really the 
problem raised by the concept of globalization. The issue is not whether 
the world’s economy is governable toward ambitious goals like promoting 
social justice, equality between countries and greater democratic control, 
but whether it is governable at all. If a process of globalization were to 
threaten jobs, investment and living standards in the advanced nations, 
then it would undercut any prospect of acting against the gross 
inequalities we see in the world today. That process is also likely to be 
cut short, for (faced with economic ruin) the major advanced states would 
raise trade barriers against NICs and attempt to re-localize production. 

If such mechanisms of international governance and re-regulation are 
to be initiated then the role of nation states is pivotal. Nation states 
should no longer be seen as ‘governing’ powers, able to impose outcomes 
on all dimensions of policy within a given territory by their own authority, 
but as loci from which forms of governance can be proposed, legitimated 
and monitored. Nation states are now simply one class of powers and 
political agencies in a complex system of power from world to local levels, 
but they have a centrality because of their relationship to territory and 
population. 
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The new ‘sovereignty’ 


Populations remain territorial and subject to the citizenship of a national state. 
States remain ‘sovereign’, not in the sense that they are all-powerful or 
omnicompetent within their territories, but because they police the borders of 
a territory and, to the degree that they are credibly democratic, they are 
representative of the citizens within those borders. Regulatory regimes, 
international agencies, common policies sanctioned by treaty, all come into 
existence because major nation states have agreed to create them and to confer 
legitimacy on them by pooling sovereignty. Sovereignty is alienable, states 
cede power to supra-state agencies, but it is not a fixed quantum. Sovereignty 
is alienable and divisible, but states acquire new roles even as they cede power. 
In particular, they come to have the function of legitimating and supporting 
the authorities they have created by such grants of sovereignty. If ‘sovereignty’ 
is of decisive significance now as a distinguishing feature of the nation state, it 
is because the state has the role of a source of legitimacy in transferring power 
or sanctioning new powers both ‘above’ it and ‘below’ it: above — through 
agreements between states to establish and abide by forms of international 
governance; below — through the state’s constitutional ordering within its own 
territory of the relationships of power and authority between central, regional 
and local governments and also the publicly recognized private governments 
in civil society. Nation states are still of central significance because they are 
the key practitioners of the art of government as the process of distributing 
power, ordering other governments by giving them shape and legitimacy. 
Nation states can do this in a way no other agency can, they are pivots between 
international agencies and sub-national activities, because they provide 
legitimacy as the exclusive voice of a territorially-bounded population. They 
can practise the art of government as a process of distributing power only if 
they can credibly present their decisions as having the legitimacy of popular 
support. 

In a system of governance in which international agencies and regulatory 
bodies are already significant and are growing in scope, nation states are 
crucial agencies of representation. Such a system of governance amounts to a 
global polity and in it the major nation states are the global ‘electors’.*” States 
ensure that, in a very mediated degree, international bodies are answerable to 
the world’s key publics, and that decisions backed by the major states can be 
enforced by international agencies because they will be reinforced by 
domestic laws and local state power. 

Such representation is very indirect, but it is the closest to democracy and 
accountability that international governance is likely to get. The key publics in 
advanced democracies have some influence on their states and these states 
can affect international policies. Such influence is the more likely if the 
populations of several major states are informed and roused on an issue by the 
world ‘civil society’ of trans-national NGOs. Such NGOs, like Greenpeace or 
the Red Cross, are more credible candidates to be genuine trans-national 
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actors than are companies. It is easier to create a cosmopolitan agency for a 
common world cause like the environment or human rights than it is to build a 
rootless business whose staff identify with it above all else in the world. 

Moreover, the category of non-governmental organizations is a misnomer. 
They are not governments, but many of them play crucial roles of governance, 
especially in the interstices between states and international regulatory 
regimes. Thus Greenpeace effectively helps to police international agree- 
ments on whaling. Equally, where nation states are indeed as weak and 
ineffective as the ‘globalization’ theorists suppose ail states to be, as in parts of 
Africa, NGOs like Oxfam provide some of the elementary functions of 
government, such as education, as well as famine relief. 

An internationally governed economic system, in which certain key policy 
dimensions are controlled by world agencies, trade blocs, and major treaties 
between nation states ensuring common policies, will thus continue to give the 
nation state a role. This role stresses the specific feature of nation states that 
other agencies lack, their ability to make bargains stick, upwards, because they 
are representative of territories, and downwards, because they are consti- 
tutionally legitimate powers. Paradoxically then, the degree to which the world 
economy has internationalized (but not globalized) reinstates the need for the 
nation state, not in its traditional guise as the sole sovereign power, but as a 
crucial relay between the international levels of governance and the articulate 
publics of the developed world. 


The EU as a trade bloc 


If this is the case generally, it is even more the case at the trade bloc level. The 
most developed and closely articulated trade bloc, the European Union, is 
heavily dependent on the concertation of policy between its member states. 
The crisis over the ratification of the Maastricht Treaty shows not merely that 
Europe’s publics were not ready for greater integration but that nation states 
continue to be the only institutions that provide a legitimacy for decisions 
about the Union that are satisfactory to their publics, whether through 
referenda or parliamentary votes (there were serious problems of ratification 
in Denmark, France, Germany and the UK). The EU will not quickly evolve 
into a superstate, if it ever does. It remains an association of states with certain 
common governmental institutions for some dimensions of policy. It is likely 
that the Commission and the European Parliament will continue to be 
secondary points of identification for Europe’s nationally rooted citizens and, 
therefore, at best weak sources of legitimacy for key decisions about Europe’s 
future. The EU will work more effectively only by evolving better and more 
transparent decision procedures in which the representatives of the national 
states act as continental ‘electors’. it will gain in popular respect as a Union 
only if it concentrates on those issues that are truly pan-European, and chief 
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among those are its role as a trade bloc and supra-national advocate in relation 
to the wider world. 

This is not to say that the EU can for long remain a loosely structured 
association of nation states and not suffer from the consequences of such weak 
and partial governance of a continental scale economy. As we have seen, the 
great danger of plural and competing authorities in the modern world is that 
their capacities for governance vanish into the ‘gaps’ between them. The 
creation of the Single Market and the continuing concentration of production 
at the European level have created phenomena that can no longer be regulated 
by national-level policies or left to the ungoverned workings of markets. Weak 
common governance in the Union will lead to bitter struggles between the 
unevenly performing and competing national economies over dimensions of 
policy that national states can no longer effectively control. Europe has in this 
sense already evolved beyond the scope of governance of a loose free-trade 
area. 

One of the central problems of responding to these issues is the failure of 
political ideas and imagination to span the gap between the global and the 
national. The theorists of ‘globalization’ deny both the need for strong 
international governance and the possibility of national level action. They are 
pessimists of the intellect and the will. National level politics and identification 
of citizens remains compelling in the way European politics and a European 
identity are not. But ‘national’ politicians too easily see their roles as protesting 
against the EU or bargaining for the best narrowly self-interested deal within 
it. The major problem with beginning to develop a new balance of powers 
between the regional, national and Union levels of economic governance in 
Europe is that there is no commonly accepted or understood theory of the art 
of government necessary to such distribution, and therefore, no compelling 
common model of an evolving institutional architecture. The problem is more 
one of devising new ideas for new circumstances than of irreconcilable 
interests. National-level politicians have yet to recognize and adapt to their 
major role being that of ‘continental electors’, as agents shaping policy within a 
developing supra-national association. 

Such a theory is not difficult to develop, nor do Europe’s states lack 
common overarching interests. But the Union will develop only if it has a 
common focus for policy, and the most obvious one is that of its relations with 
the rest of the world. As a voice in an emerging agenda of international 
governance Europe would have a basis for cohesion, balancing co-operation 
and competition between its component parts as it pursued a strategy of 
balancing co-operation and competition between the main players in the 
world economy. Its role in the GATT negotiations shows that this inter- 
national orientation for unity is not yet well understood, but also that it is 
possible. The easiest way for Europe to be united externally is as a competing 
and protectionist trade bloc, opposed to NAFTA and Japan. Such a focus 
would be negative, conservative and destructive of extended international 
governance. A more open and more extended agenda towards the external 
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world, promoting stability in an open international economy, will be more 
difficult to articulate and pursue, but it is essential. Europe will ultimately gain 
from such an extended re-regulation of the international economy and could 
gain internal coherence as a major player in the political process by which it is 
achieved. 

The EU is a crucial test case for the thesis that the international economy 
can be regulated by a mixture of specific international agencies and common 
policies of the major national states. If the EU fails to develop a viable 
institutional architecture and common policies toward the re-regulation of the 
international economy, then one of the key parts of the Triad necessary to 
extended economic governance will be absent. In these circumstances the 
scope for international regulation will be lessened, and the best we can hope 
for is the partial international governance of specific policy dimensions and 
the periodic crisis management of excessive volatility. This would imply a 
weakly governed world economy, but still one very different from the 
unregulated world market of the globalists. 


Nation states and the rule of law 


So far we have discussed the persistence of the nation state primarily in terms 
of its role within a system of international governance. There is, however, 
another reason to argue that the ‘nation’ state will persist as an important form 
of political organization and that is a reason closely connected with one of the 
central traditional claims to ‘sovereignty’, that is, to be the primary source of 
binding rules — law —- within a given territory. This role of the state as 
monopoly law maker was closely connected with the development of a 
monopoly of the means of violence and with the development of a coherent 
system of administration providing the principal means of governance within a 
territory. Today, however, this role of upholding the rule of law is relatively 
independent of those other elements in the historical process of the formation 
of the modern state. 

To sum up the argument in advance: nation states as sources of the rule of 
law are essential prerequisites for regulation through international law and as 
overarching public powers they are essential to the survival of pluralistic 
‘national’ societies with diversified forms of administration and community 
standards. States may be the key source of the rule of law without being 
‘sovereign’ in the traditional sense, that is, standing against all external entities 
as the sole means of government in a territory or standing above sub-national 
governments and associations as the body from which they derive their powers 
by recognition and concession. Omnicompetence, exclusivity and omni- 
potence of the state are not necessary to the rule of law; indeed, historically 
they have been the attributes of states deriving from the portmanteau theory of 
sovereignty that have served to undermine it. 
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States have been janus faced: substantive decision making and administra- 
tive powers, and sources of rules limiting their own actions and those of their 
citizens. These two aspects may be pulling apart, and in large measure for the 
good. The power of nation states as administrative and policy-making 
agencies has declined. We have seen that the decline in the salience of war and 
the restriction of the scope of national economic management have lessened 
the claim that states as governing agencies can make upon their societies. This 
does not mean that the law-making and constitutional ordering functions of 
states will decline in the same measure. One aspect of the state is substantive 
and outcome-orientated, a matter of political decision and the implemen- 
tation of such decisions through administration. The other aspect is 
procedural and concerns the state’s role as regulator of social action in the 
widest sense, of rules as guides to action and of constitutional ordering as 
adjudicating between the competing claims of corporate entities and citizens. 

The state as a source of constitutional ordering, limiting its own and others’ 
powers, and guiding action through rights and rules, is central to the rule of 
law. Commercial societies require that minimum of certainty and constancy in 
the action of administrators and economic actors that the rule of law implies. 
Western societies have been economically successful and relatively civilized in 
their treatment of their members when they have provided the security and the 
certainty of the rule of law — limiting the harms that citizens, companies and 
governments could do. Politics, ideology and state policy have frequently 
undermined the rule of law, governments abandoning the civilized limits of 
state action in the pursuit of overarching political goals.** 

If we are moving into a more complex and pluralistic social and political 
system then the rule of law will become more important rather than less. Even 
more so than in the sphere of administrative regulation, ‘gaps’ between 
jurisdictions are fatal to the certainty and security necessary for actors in a 
commercial society, for they allow the unscrupulous to evade their own 
obligations and to violate others’ rights. For example, tax havens, flags of 
convenience, dumping grounds for pollution, etc., all allow advanced world 
economic actors to avoid First World obligations. A world composed of 
diverse political forces, governing agencies and organizations at both 
international and national levels will need an interlocking network of public 
powers that regulate and guide action in a relatively consistent way, providing 
minimum standards of conduct and reliefs from harms. In this sense we are 
considering constitutional ordering and the rule of law in its aspect as a pouvoir 
neutre, not as part of issue-orientated politics or administrative regulation. Our 
model for such a power remains the rechtsstaat, and national states are its 
primary embodiment, insofar as they correspond to that conception of 
authority as a source of law that is itself lawful and limited in its action by rules. 

Within states the role of such an independent public power that arbitrates 
between other powers, that is neutral between plural and competing social 
communities with different standards, and that provides highly individuated 
citizens with a common procedural basis by which to regulate their 
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interactions, will become more important rather than less. A pluralistic system 
of authority and pluralistic communities require a public power as the medium 
through which they may contain their conflicts. As J.N. Figgis argued at the 
beginning of the century, the decline of the excessive claims of state 
‘sovereignty’ does not mean the end of a law-making public power.*° The state 
may no longer be ‘sovereign’ in this old sense, it may share authority with 
sub-national governments whose autonomy is guaranteed, it may no longer 
view associations and corporate bodies as legal fictions granted what powers 
they have by its own revokable fiat, but it will define the scope of legitimate 
authority and legitimate action in its roles as constitutional arbitrator and law 
maker. 

In an individualistic and pluralistic society, where there are few common 
standards, where strong binding collectivities have declined and been 
replaced by communities of choice, and where informal social sanctions have 
weakened, then the rule of law is more rather than less necessary. This does 
not mean that states will be able to cope fully with the multiple problems and 
conflicts that arise from the growing pluralism of modern societies; rather we 
are claiming that without a public power that mediates between these plural 
groups through the rule of law, then such conflicts will become intolerable. 
Ina sense the decline of war as a source of national cohesion and the lessening 
role of the state as an economic manager reduce the power and claims that 
States can exert over society as administrative agencies and foc of political 
identification. They have less capacity to impose external cohesion on groups. 
The other consequence of this is that they are becoming less janus faced, less 
encumbered with the need to balance their roles as primary administrator and 
neutral public power in a way that makes it easier for them credibly to give 
primacy to the latter role. A cooling of national politics gives states the space to 
expand their roles as an internal pouvoir neutre and an arbiter between 
conflicting interests, something that the excessive and overcharged claims to 
‘sovereignty’ as omnicompetence made problematic. 

Externally, the role of states as sources of the rule of law will also become 
more central. Ifinternational economic, environmental and social governance 
expands so the role of international law will increase. International agencies, 
international regimes based on treaties and inter-state agreements, inter- 
national ‘civil’ agencies performing world public functions in the defence of 
human rights and environmental standards, all imply an extension of the scope 
of international law. However, international law cannot function without 
national states, not merely as its material supports and the agents to whom it is 
addressed, but as rechtsstaats, agencies that create and abide by law. 
International law without a significant population of states that are sources of 
the rule of law is a contradictory enterprise. It is like states imposing laws on 
Citizens who do not internalize rules or govern their actions by such rules. An 
international society as an association of states cannot rely on supra-national 
bodies to make and enforce laws but requires states that accept constitutional 
limitations above and below them. In this sense the move from an anarchical 
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society of states to a world in which states are part of a common association 
requires that the member states of that association accept international legal 
obligations and also govern internally according to the requirements of the 
rule of law. In this sense the state as the source and the respecter of binding 
rules remains central to an internationalized economy and society. 


Paul Hirst 

Birkbeck College 
University of London 
Grahame Thompson 
Open University 


Notes 


1 See Weber (1969) especially p. 56. On the pluralism of political authority in the 
Middle Ages, see Gierke (1900) and especially the introduction by F.W. Maitland. 
Recent discussions of the formation of sovereign states and the modern system of 
states by international relations theorists have gone some way to take the discussion 
beyond Weber. For example, Ruggie (1986), Downing (1992) and Spruyt (1994) all 
emphasize that both the units of politics and the relationships between them changed 
their nature in early-modern Europe. Downing pays attention to the specific exigencies 
of financing the military revolution as contributing to determining the different forms 
of state. Spruyt examines the conditions in which the territorial sovereign state 
displaced its post- Medieval competitors, the city state and city leagues, and became the 
dominant form. However, none of these works considers the role of religious conflict, 
or emphasizes just how fragile was political authority in Western and Central Europe 
during the religious civil wars. Without the containment of religious war neither stable 
authority within nor recognized borders without were possible for the majority of 
European polities. 

2 For the relevant provisions of the Treaty of Westphalia article 5 Paragraphs 1 and 
30, see Limm (1984). 

3 a the rise of ‘sovereignty as an exclusive attribute of the ruler/state’, see Hinsley 
(1986). 

4 These ‘billiard ball’ interactions are stressed in Marge (1971). The notion of 
modern international relations as those of an anarchical society of states is taken from 
Bull (1977). 

5 This discussion of nationalism draws on two quite contrary approaches, that of 
Benedict Anderson (1991), which stresses the character of cultural homogeneity as a 
political project, and that of Eric Hobsbawm (1992) whose scepticism about nationalist 
politics and whose practice of confronting the rhetoric of nationalists with the political 
and cultural complexities they seek to homogenize is a healthy corrective. 

6 See Hindess (1992). 

7 See Tom Nairn’s trenchant essay ‘All Bosnians now’ (1993). 

8 See Hindess (1991) for a critique of the concept of the self-governing political 
community. 

9 On the concepts of community sovereignty and ruler sovereignty, see Hinsley 
(1986). 

10 See Kant ‘On Perpetual Peace’ (1991), and also, for the question of whether 
liberal states refrain from fighting each other, see Doyle (1983). 


Downloaded by [RMIT University Library] at 01:09 22 December 2017 


438 Paul Hirst and Grahame Thompson 


11 Onthe changing role of national politics, see Mulgan (1994), and on the declining 
role of the nation state, Horsman and Marshall (1994). 

12 See Brodie The Absolute Weapon (1946) and Brodie (1965). 

13 This is in many ways the entry of states into a ‘civil order’ and no longer an 
anarchy; it moves international relations on beyond the ‘deterred state’ and closer to 
the solution to the nuclear stand-off advocated by Schell (1984). 

14 Proliferation is unlikely to undermine this proposition. The mutual possession of 
nuclear weapons by antagonistic regional powers (like India and Pakistan) will result in 
a state of deterrence and also a curb on conventional military adventures. Major 
nuclear powers will strive to disarm pariah states like Iraq or North Korea, probably 
with some degree of success. The real dangers stem from the break-up of unstable 
regimes with nuclear weapons and nuclear terrorism. The former will probably be 
subject to political and military sanction by the Great Powers, and the latter, while a 
real threat, cannot be contained either by deterrence or by conventional war: it is an 
intelligence and police matter. 

15 This argument draws extensively on Van Creveld (1991). 

16 Kant advances this argument (1991: n.16). 

17 See Anderson (1991) and, for an elegant example of these processes in France, E. 
Weber (1979). 

18 See Castles and Miller (1993). 

19 It has become fashionable to erect political Islam, and other anti-Western 
movements, into a major threat, see for example Huntingdon (1993). He argues that, 
after the ending of the conflict of ideologies, we are moving into a new era of the ‘clash 
of civilizations’. Four points can be made against this claim: 1) that it is not evident that 
there are homogenous ‘civilizations’ opposed one to another in essence; rather, there 
are relatively brittle politico-religious ideologies that are highly particular construc- 
tions of Islam or, among fundamentalist conservatives in the West, Christianity; 2) that 
radical political Islam lacks a coherent and practical strategy for economic and social 
life; 3) that in the case of Islam such politics are those of protest rather than being 
general and allegedly hegemonic alternatives to capitalism, as socialism claimed to be 
in the East and West; 4) Islamic fundamentalist regimes are radically different in 
character and often extremely hostile one to another. On political Islam, see Zubaida 
(1993). 

20 For an interesting series of discussions of the difference between governance and 
government and of the possible forms of non-state regulation in international arenas, 
see Rosenau and Czempiel (1992); see also the World Bank’s attempt to define the 
roles of states in respect to good governance in its 1994 report Governance. 

21 In this respect Durkheim’s Division of Labour in Society remains unsurpassed, 
despite being published over a century ago; see also Hutton (1995). 

22 See Hirst and Thompson (1996: Chapter 4). 

23 See Hirst and Thompson (1994: 295-6). 

24 See Hirst and Thompson (1994). 

25 See Hirst and Thompson (1992: 366-8). 

26 See the interesting extended report on the global economy and the prospects for 
growth in developing countries in The Economist 1 October 1994. The Economist argues 
that growth, especially in Asia, is likely to be rapid and sustained, and if this happens it 
will stimulate growth in the advanced countries by promoting world trade. Such an 
outcome would be favourable, but an expanding system would still require a measure 
of stability that could be achieved only by monetary and trade regulation. Rapid growth 
in the developing world would not obviate the need for advanced countries to take the 
lead in re-regulation of the world economy and cannot be construed as favouring a 
laissez-faire approach; see Hirst and Thompson (1996: Chapter 5). 

27 It is probably the case that Keynes’ main legacy to the modern world is not his 
account of the management of national economies in The General Theory but his 
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long-term emphasis on the corrosive effects of uncertainty on investment, output and 
trade and the value of a calculable international monetary framework in stabilizing 
expectations. Skidelsky’s biography (Vol. 2, 1992) is exceptionally valuable and 
suggestive in demonstrating the value of Keynes’ ideas today for it shows him 
(especially in the 1920s) wrestling with the problem of national policy in a highly 
internationalized and volatile world economy. 

28 See the literature on national systems of innovation (Ludval 1992; McKelvey 
1991; Nelson 1993; Porter 1990) and national business systems (Whitely 1992a, 
1992b). 

29 On regional economies as forms of economic governance, see Sabel (1989) and 
Zeitlin (1992); see also Ohmae (1993) for the argument that region states can become 
increasingly salient in an era when nation states are declining. Region states or 
networks of city states are another thing entirely from the organized industrial district 
or subsidiary regional governments, and, although a fashionable idea (building on the 
success of Singapore or Hong Kong), are unlikely to become a widespread alternative 
to nation states. They rely both on strong international economic governance and on 
the collective security provided by major states. They are too small to survive alone in 
the face of less economically successful but militarily strong regional powers. They 
cannot bear the full costs of security or economic regulation alone without losing 
competitive advantage and larger political entities will not allow them a free ride if they 
become differentially successful and put competitive pressure on their own economies. 
For city states and city leagues as competitors to territorial states in the early-modern 
period, see Spruyt (1994). 

30 See Hirst and Thompson (1992: 359-60, 366); also Banuri and Schur (1992). 
31 See also Atkinson and Kelly (1994). 

32 The reference here is to those princes of the Holy Roman Empire who enjoyed 
the right to elect the Emperor. The Empire was not a ‘sovereign’ state but a political 
entity made up of associated institutions with varying powers of governance — its 
policies were determined by the Emperor, the Electors and the Imperial Diet. It could 
hardly be a model for the modern world, but given our need to understand emerging 
political relationships it has some limited value as an analogy. For debates on the 
constitutional status of the Empire at the period of the formation of the modern state, 
see J.H. Franklin ‘Sovereignty and the mixed constitution’ in Burns (1991: 309-28). 
33 On the evolution of the European Union, see Thompson (1993) and Hirst (1995). 
34 See Hirst (1994). 

35 See Figgis (1913) and, for a critical discussion, Nicholls (1995). 

36 See Hirst (1993: Chapter 3). 


A note on further reading 


The literature on globalization is vast and, apart from the extreme views, many 
authors argue a fundamental shift has taken place in the international 
economy: Chase-Dunn (1989); Dicken (2nd ed. 1992); Dunning (1993); 
Julius (1990); Kennedy (1993). For judicious overviews of the world 
economic system see Gilpin (1987) and Wallace (1990). Lang and Hines 
(1993) see a global free market economy as the dominant trend but argue that 
its consequences will be disastrous and that production needs to be 
re-localized to the benefit of advanced and developing countries alike. 

For sociological views of globalization, see Featherstone (1990), Robertson 
(1992) and Sklair (1991). 
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For views of the political system: see Camilleri and Falk (1992), fora careful 
review of recent developments on national sovereignty, and Horsman and 
Marshall (1994), for an argument that world economic and social changes are 
rapidly reducing the power of the nation state. Rosenau (1990) is a valuable 
review of the changing faces and issues in world politics, as is McGrew and 
Lewis (1992). Rosenau and Czempiel (1992) is the most suggestive source on 
forms of governance beyond the nation state. Ostrom (1990) is a powerful 
argument about the conditions in which it is possible to regulate the use of 
common resources, and shows the formidable difficulties of regimes to govern 
the ‘global commons’. Held (1991, 1993a, 1993b, 1994) raises the legitimate 
if deeply problematic issue of democratic government in an internationalizing 


world. 
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